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CHAPTER 18

MILITARY TEMPORARY EARLY RETIREMENT AUTHORITY PROGRAM

1801 OVERVIEW

180101. Purpose.This chapter provides procedures fiunding, accountingor,
disbursing, and reporting retirement paymeiois those members chosefor early retirement
under theprovisions of sectiod403, Public Law 102-484, NationaDefense Authorization Act
for FY 1993.

180102. General. Publiddaw 102-484, NationaDefense AuthorizatiorAct for
FY 1993, provided the Secretary Défense a temporary additional force managementvidbl
which to effecthe drawdown omilitary forces. Subsection 4403(f) of the Act directs the use of
a subaccountithin the budgetactivities inthe Active, Reserve and Guakdilitary Personnel
Appropriations for retiremenpayments to members participating the Temporary Early
Retirement Authority (TERA) Program. The use of the TERA Program was extended through
the end of FY 1999 by the National Defense Authorization Act for 1994, Public Law 103-160.

1802 POLICY AND PROCEDURES

180201. Subject to the availability of appropriations for purposes set forth in section
4403, the Secretary of easdhlitary Departmentshall provide for thepayment ofretired pay
amounts,beginning in FY1993, to activeservicemilitary memberswho retire up to 5 years
before the completion of a 20-year period of service.

180202. When amilitary memberretiresearly under authority of section 4403, an
amount that isufficient to cover the retirecpay (with appropriate reductions if the Survivor
Benefit Plan is elected) armmbst ofliving adjustments (COLAS) untihe menber would have
reached 20 years of servieball beobligated in the subaccouestablished irthe applicable
Active, Reserve or National Guandilitary PersonnelAppropriation. Afterthat time, the
member’s retirement pashall befunded fromthe Department oDefense Military Retirement
Fund (97X8097). Thdunds included irthe subaccounshall beprovided in thefiscal year in
which the applicable memberetires. Forexample, assunmibat a TERA retiree’snonthly gross
retirement pay i$1000 with an SurvivoBenefit Plan(SBP) amount of $100. Based on the
computation referenced above, the amount to be obligated would be $900 for eaclplasonth
cost of living adjustments (COLA) until the member would reach 20 years.

180203. Deductions from retirgghy of TERA retirees who elect SBP atreated
no differentlythansimilar deductions in the case of retirees who retire afteye2®s or more of
service. There is no provision the law for transferring amounts into thBoD Military
Retirement Trust Fund equaling such reductions.
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180204. There is no provision the law that would requirecontributions to the
Department of Defenddilitary RetirementTrustfund to be calculatedny differently as aesult
of TERA. If the Board of Actuariedetermineghat anunfundediliability exists as a results of a
change in member benefits,vitould establish groper amortization schedule pursuant to 10
U.S.C. Section 1465(c)(2and payments intthe fund would be adjusted accordingi0 U.S.C.
Section 1466 (b)(2)(B)).

180205. The required subaccoumsthin the Active, Reserve and National Guard
Military PersonnelAppropriations, Wl be establishedor eachMilitary Department, foreach
fiscalyear. Amounts included in th&sibaccounshall befor thosememberghat werechosen for
early retirement under the provisions of section 4403. Such anshaiit®e sufficientand made
available, to payhe retiredmemberdor their entire‘initial period” of entitlement up tthe time
thatresponsibilityfor their retiredpay payments is funded liye Department dDefenseMilitary
Retirement Fund (97X8097). THmitial period” is thenumber of years (andny fraction of a
year) equal to thdifference between 20 years ah@ number of years of servider retirement
eligibility completed by the member at tti@e the memberretired under the authority of section
4403.

180206. The Secretary of eashlitary Departmentshall provide fundingfor a
member’s initialperiod from amountsicluded inthe subaccounts. The amoumtsluded in the
subaccountshall remain availableor payment in accordance with section 4403(fPablic Law
102-484 and Title 31, United States Code, section 1553(a).

1803 RESPONSIBILITIES

180301. Secretary of ead¥ilitary Department. The Secretary of edditary
Department, or designee, shall:

A. In conjunction with the Office of the Deputy Comptroller
(Program/Budget) (ODC(P/B)), OUSD(Cgstablish asubaccount entitled “Temporary Early
Retirement Pay” within (1) the Pay and Allowances of Officers or Pay and Allowances of Enlisted
budget activity, agpplicable,for the Active Personnel Appropriations, ati@d) OtherTraining
and Support budget activities for the Reserve and National Guard Personnel Appropriations.

B. In conjunction with the ODC(P/Bgstablishseparate subaccounts in the
Active, Reserve and National Guard Personnel Appropriations fat998, FY 1994, FY 1995,
and October 1, 1995 (one day of FY 1996).

C. Provide forfunding inthe Active, Reserve and National Gudtdrsonnel

Appropriations to pay members who were approved for “early retirement” undamothsions of
section 4403, Public Law 102-484.
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D. As appropriate, identify to the ODC(P/B), thember of military pesonnel
entitled under the TERA Program.

E. Identify, in budgetsubmissions tadhe ODC(P/B), theaumber ofmilitary
personnel and the appropriafending source topay retired personnel selected faarly
retirement.

F. In conjunction with the ODC(P/B), prepare approprfateling guidance,
as needed, to operate the TERA Program.

180302. Under Secretary Befense (Personnel and Readiness) (USD(P&R)). The
Under Secretary of Defense (Personnel and Readisbaf)provide, as aminimum, annual
reports to ODC(P/B) Operations Directoratdentifying the number of military members
scheduled to retire ithe forthcomindfiscal year under provisions dhe TERA Program. The
first reportshall beprovided insufficient time toensure thafunding is available to establish the
subaccount during the last quarter of FY 1993.

180303. Office of the Deputy Comptroller (Program/Budget). The ODC (P/B)
shall:

A. Review the Military Departments’ budgetubmissiondor rea®nableness
and accuracy.

B. Ensure that thevarious budgetsubmissions includethe appropriate
numbers/costs for the TERA Program.

180304. Defense Finance and Accounting Servicdhe DefenseFinance and
Accounting Service (DFAS) shall:

A. In conjunction with theMilitary Departments, ensure thabligations are
established inthe accountingystems when fund®r the “early retirees” are transferred to the
appropriate subaccounts.

B. Establishappropriate controlsvithin the accountingsystems to perform
normal accounting and reporting functions for the TERA Program.

C. Ensure that the subaccouniésy the appropriaténe(s) of accounting for
each Military Department are provided to the appropriate DFAS Center.

D. Ensure thaffiduciary, fundstatus andinancial managementeports are

prepared tocoincide with reportingfor the Active, Reserve and National GudpPdrsonnel
Appropriations.
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E. Modify military pay systems toompute paybenefits and withholdings for
the TERA Program participants.

F. Establish methods to distinguish personnel participatinghén TERA
Program from regular activailitary members. Suchction is necessary sbat themonthly pay
entittements forthe TERA Program participants are transferred from the appropkitee,
Reserve or National Personnel Appropriation to the Departmdbdéfehse Military Retirement
Fund (97X8097) at the appropriate time.

G. Establishprocedures to assisarlyretirees with actions affecting their pay
accounts.
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